
Application No. 18-04-___ 
Exhibit PAC/213 
Witness:  Kurt G. Strunk 

BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA 

PACIFICORP 

Exhibit Accompanying Direct Testimony of 

Kurt G. Strunk 

Bond Yield Plus Risk Premium 

April 2018 



Pa
ci

fiC
or

p 
C

al
ifo

rn
ia

B
on

d 
Y

ie
ld

 +
 R

is
k 

Pr
em

iu
m

M
od

el
 P

ar
am

et
er

s
M

od
el

 R
es

ul
ts

A
na

ly
si

s
B

on
d 

R
at

e1
Sl

op
e

In
te

rc
ep

t

R
is

k 
D

iff
er

en
tia

l 
(U

til
iti

es
 R

el
at

iv
e 

to
 

B
on

d 
Y

ie
ld

s)
2

R
is

k 
Pr

em
iu

m
 

M
od

el
 E

qu
ity

 
R

et
ur

n
(a

)
(b

)
(c

)
(d

)
(e

) =
 (b

)*
(c

) +
 (d

)
(f

) =
 (b

) +
 (e

)

E
le

ct
ri

c 
A

ut
ho

riz
ed

 R
et

ur
ns

 to
 R

is
k 

Fr
ee

 R
at

e3
3.

12
%

-0
.5

98
25

63
21

0.
08

73
75

6.
87

%
9.

99
%

A
ut

ho
riz

ed
 R

et
ur

ns
 to

 B
B

B
 U

til
ity

 B
on

d 
Y

ie
ld

4
3.

62
%

-0
.7

25
52

34
11

0.
09

02
36

6.
40

%
10

.0
2%

A
ut

ho
riz

ed
 R

et
ur

ns
 to

 B
aa

 C
or

po
ra

te
 B

on
d 

Y
ie

ld
5

4.
46

%
-0

.5
89

60
65

02
0.

07
93

01
5.

30
%

9.
76

%
A

ut
ho

riz
ed

 R
et

ur
ns

 to
 A

 C
or

po
ra

te
 B

on
d 

Y
ie

ld
5

4.
06

%
-0

.6
09

20
09

72
0.

08
26

1
5.

79
%

9.
85

%
A

ut
ho

riz
ed

 R
et

ur
ns

 to
 B

B
B

 C
or

po
ra

te
 B

on
d 

Y
ie

ld
6

4.
74

%
-0

.5
72

87
32

68
0.

07
73

43
5.

02
%

9.
76

%

A
ve

ra
ge

4.
00

%
-0

.6
19

09
20

95
0.

08
33

73
5.

88
%

9.
87

%

N
ot

es
:

A
ut

ho
riz

ed
 R

et
ur

ns
 a

re
 y

ea
rly

 a
ve

ra
ge

s f
ro

m
 S

N
L 

Fi
na

nc
ia

l.
1

B
on

d 
yi

el
ds

 a
re

 a
s o

f F
eb

ru
ar

y 
12

, 2
01

8.
2

Th
e 

fo
rm

ul
a 

is
 y

=a
x 

+ 
b,

 w
he

re
 y

 is
 a

 v
ec

to
r o

f a
ut

ho
riz

ed
 re

tu
rn

s, 
a 

is
 th

e 
sl

op
e,

 x
 is

 a
 v

ec
to

r o
f b

on
d 

yi
el

ds
, a

nd
 b

 is
 th

e 
in

te
rc

ep
t.

3
Th

e 
R

is
k 

Fr
ee

 R
at

e 
is

 th
e 

an
nu

al
 a

ve
ra

ge
 o

f 3
0-

Y
ea

r d
ai

ly
 T

re
as

ur
y 

Y
ie

ld
s, 

19
94

-2
01

7.
 2

0 
Y

ea
r T

re
as

ur
y 

Y
ie

ld
s a

re
 u

se
d 

in
 2

00
3-

20
05

w
he

n 
30

-Y
ea

r Y
ie

ld
s a

re
 n

ot
 a

va
ila

bl
e.

 S
ou

rc
e:

 F
R

ED
.

4
So

ur
ce

: T
he

 B
B

B
 U

til
ity

 B
on

d 
Y

ie
ld

 is
 p

ro
vi

de
d 

by
 B

an
k 

of
 A

m
er

ic
a 

M
er

ril
l L

yn
ch

 U
til

ity
 B

on
d 

In
de

x,
 F

ac
tS

et
 D

at
a 

Sy
st

em
s.

5
M

oo
dy

's 
se

as
on

ed
 a

ve
ra

ge
 a

nn
ua

l r
et

ur
ns

. S
ou

rc
e:

 B
lo

om
be

rg
.

6
So

ur
ce

: T
he

 U
S 

C
or

po
ra

te
 B

on
d 

15
+ 

Y
ea

r B
B

B
 Y

ie
ld

, F
ac

tS
et

 D
at

a 
Sy

st
em

s.

Exhibit PAC/213
Page 1 of 1

Witness: Kurt G. Strunk


	2. PacifiCorp ROE
	3. Treasuries
	4. Div Yields
	5. Rate Forecast
	6. VIX
	7. Proxy Group
	8a. S&V
	8b. BR + SV
	9. Dividend Growth
	10. Yield + Growth
	11. MRP
	12. CAPM
	13. Risk Premium
	14. Comparable Earnings
	15. Expected Earnings
	16A. 2015 E Alwd Retns
	16B. 2016 E Alwd Retns
	16C. 2017 E Alwd Retns
	17. FERC Allowed Returns



